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    3. 
The Qualitative Characteristics of Information 
Included in General Purpose Financial Reports 
by Public Sector Entities
Petri Vehmanen, University of Tampere
Introduction
The International Public Sector Accounting Standards Board (IPSASB) 
has recently published a Consultation Paper (IPSASB 2008) where 
it proposes the qualitative characteristics of informa tion included in 
general purpose fi nancial reports (GPFRs) by public sector entities. 
There is a major problem in the proposal. It is misleading because on 
the one hand it uses scientifi c termi nology but on the other hand it 
gives the terminology a new meaning. This quasi-scientifi c approach 
to producing fi nancial information creates an illusion of certainty 
that does not exist. Therefore the qualitative characteristics must be 
modifi ed. That is the aim of this article.
The qualitative characteristics of information included in GPFRs 
are defi ned as the attrib utes that make that information useful to users 
for accountability purposes and for making various deci sions. Concer-
ning the terminology of these attributes, the following modifi cations 
will be pro posed in this paper. 
The concept of faithful representation that has been borrowed 
from the theory of measurement should be replaced with the more 
familiar concept of reliability. Rele vance and reliability should be 
regarded as the two fundamental qualitative characteristics of useful 
fi  nancial reporting in formation (cf. IASB ED 2008, pp. 35-38). The 
concept of verifi abil ity should be considered sub ordinate to reliability 
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and given its customary, more restricted scien tifi c meaning. Moreover, 
to fi ll the resulting gap, the new concept of supportability should be 
intro duced and defi ned. It should also be considered subordinate to 
reliability. In addition, all the con straining factors should be regarded as 
elements of suffi ciency. Therefore, to ensure useful ness of the reported 
in formation, it should have the fundamental qualitative charac teris-
tics of rele vance and reliability (or freedom from error, if you prefer) 
under the general con straint of suffi  ciency. These three key concepts 
are hier archical as will be shown below.
The meaning of a conceptual framework
The Consultation Paper (IPSASB 2008) introduces the qualitative 
characteristics of informa tion as elements of the conceptual frame-
work. It does not defi ne what “conceptual framework” means but the 
meaning becomes evident from the purpose that is given to it. The 
Paper explains that the IPSASB Framework will establish the concepts 
that underpin fi nancial reporting by public sector enti ties that adopt 
the accrual basis of fi nancial accounting (IPSASB 2008, p. 6). There-
fore, the concept of framework has about the same meaning that, for 
example, Hendriksen and van Breda (1992, p. 22) give to the concept 
of (accounting) theory:
“Accounting theory has been defi ned as a coherent set of logical 
principles that:
1. Provides a better understanding of existing practices to practition-
ers, investors, managers, and students.
2. Provides a conceptual framework for evaluating existing account-
ing practices.
3. Guides the development of new practices and procedures.”
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Here the word “theory” refers to an agreed-upon co her ent set of lo-
gical principles expressed in specifi c terms. The same applies to the 
word “framework”. The principles involved are se lected to en hance 
un derstanding and thus facilitate communication. Such principles can 
never be refuted. There is no empirical evidence that could contradict 
with them. Therefore, the ac ceptance of any such theory is a matter of 
agreement rather than a mat ter of truth. This is in sharp contrast to 
what may be said about the more rigorous empirical theo ries. Their 
accep tance is based on the truth which must be established using the 
so called “scientifi c method”.
Hence the concept of theory has two distinct meanings. It may be 
understood as a framework consisting of a set of coherent principles 
and underlying concepts that are formu lated to en hance understanding 
or it may be understood as a deductive conceptual system for which 
the truth is established empirically by applying the scientifi c method. 
To elaborate the differ ence between these two views of a theory (or 
framework), let us take a closer look at the scientifi c method and its 
key con cepts. 
It is not a straightforward matter to explain briefl y what the mea-
ning of the scientifi c method is. The issue is complex because there 
are so many different techniques at the practical level. However, at the 
suffi ciently general level one can identify a pattern in any empirical 
scientifi c re search that may be called the “scientifi c method” (see, e.g., 
Cohen 1964, p. 79). In the heart of this pat tern there is the cycle that 
is illustrated in Diagram 1 on the following page.
The cycle starts from observable empirical facts (phases 1 and 2). 
It continues with logi cal ar gu mentation using those facts (phase 3) 
and theories or models (phase 4) to derive statements that are either 
theoretical propositions (phase 5a) or empirical propositions (i.e., hy-
pothe ses) (phase 5b). They of fer a link back to observable real-world 
phenomena (phases 6 and 7). This link is cru cial in verifying empirical 
theories. Verifi cation (phase 8) connects theo reti cal thinking back to 
ob servable phenomena. It provides the observer with empirical evi-
dence that may or may not support the proposed theo ry. When the 
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facts and hypotheses agree (phase 9a), the theory is said to be confi r-
med. It has gained empirical support. This does not mean, how ever, 
that it has been logically proven true because it is always possible that 
 
8. VERIFICATION 
Derived propositions 
are compared with 
measurements 
9a. CONFIRMATION 
The theory gains support 
(but is not proven true) 
9b. REFUTATION  
The theory is proved false 
(or the test setting 
inadequate) 
Agreement 
Disagreement 
4. EMPIRICAL THEORY  
The construction or revision 
of the theory and the deri-
vation of propositions 
3. INPUTS 
The first link 
to observation 
5b. OUTPUTS 
Propositions that claim 
something about the 
observable world 
10. REVISIONS 
Improvements are 
to be continued 
indefinitely 
1. REAL-WORLD PHENOMENA, 
i.e., empirical facts about the 
assumed reality (experience) 
2. OBSERVATION 
Measurement refers to 
quantitative observation 
7. OBSERVATION 
Measurement refers to 
quantitative observation 
6. REAL-WORLD PHENOMENA, 
i.e., empirical facts about the 
assumed reality (experience) 
Diagram 1.  The continuing cycle of scientific method 
5a. OUTPUTS 
Theoretical proposi-
tions that cannot be 
directly verified  
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the very same empirical propositions could have been derived from 
some competing but different theory. When the facts and hypotheses 
disagree (phase 9b), the theory together with the test setting is said to 
be refuted (or “falsifi ed”). It has been logically proven that something 
is wrong some where and thus revisions are needed (phase 10). This 
proc ess continues indefi nitely.
Scientists have re garded this endless cy cle as the distinctive char-
acteristic of the sci en tifi c method. Let us take a few quotations. The 
fi rst relates to the ul timate goal of empirical science. The goal is to 
produce true empirical knowl edge. Therefore the crucial question is: 
When can one say that empirical knowledge is true? The truth of any 
em pirical statement is said to depend on how well it corresponds to 
empiri cal facts. This important start ing point is expressed quite clearly, 
for example, by Popper (1966, p. 369) (see Chambers 2002, p. 761) 
as he states: “…an assertion, proposition, statement or belief, is true 
if, and only if, it corresponds to the facts.” 
However, science and theories are not concerned with isolated 
empirical facts as can be seen in the typical defi nition of a sci entifi c 
theory as a set of sentences or statements (AAA 1971, p. 54). The idea 
of a more comprehensive correspon dence with a variety of empirical 
facts is also evident in the citation from Ein stein (1935, p. 133) em-
phasizing that all knowledge of real-world phenomena must start from 
em pirical experience and also end in it (see Chambers 2002, p. 753): 
“Pure logical thinking cannot yield us any knowledge of the empirical 
world; all knowledge of reality starts from experience and ends in it. 
Propositions arrived at by purely logical means are completely empty 
as regards reality.”
Besides emphasizing the importance of empirical experience (that 
is, “real-world phenomena” in Diagram 1) the above citations also refl ect 
the cyclic pat tern of the scientifi c method. Even more explicitly, howe-
ver, the endless conti nuity of this cycle is formu lated by Homans and 
Curtis (1970, p. 21) (see Cambers 2002, p. 765): “To reach a theory, 
science observes certain facts and argues logically therefrom. The theory 
is submitted again to facts. The cycle is: observation, theory, verifi cation, 
more observation, and so on forever.”
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The cyclic and self-correcting pattern of the scientifi c method is 
obvious in the above citation. How ever, it lacks two specifi c concepts 
(measurement and prediction) that relate to phases 2, 5b, and 7 in 
Diagram 1. To indicate their role, let us quote Walker (1963, p. 5), 
who includes these concepts in his defi ni tion of the scientifi c method: 
“The scientifi c method (1) postulates a model based on existing expe-
rimental obser vations or measurements; (2) checks the predictions of 
this model against further ob servations or measurements; (3) adjusts 
or replaces the model as required by the new observations or measu-
rements. The third step leads back to the fi rst step, and the process 
continues without end.”
These citations show how important empirical observation is for 
sci en tifi c knowledge (phases 2 and 7 in Diagram 1). Logical think ing 
has also a role to play (phases 4, 5a, and 5b in Dia gram 1) but it can 
never replace empiri cal obser vation. Therefore, human opinions, too, 
are of little value in pro ducing scien tifi c knowl edge. Empirical facts 
are far more relevant. A scientist does not have to persuade any body to 
think as he or she does, nor need a group of scientists reach consensus 
on matters being researched. It suffi ces that the em pirical facts and 
the corre sponding proposi tions agree. Goode and Hatt (1952, p. 7) 
formu late the very same point as follows (see Cham bers 2002, p. 754): 
“Science is a method of approach to the entire empirical world… It 
is furthermore an approach which does not aim at persuasion, at the 
fi nding of ultimate truth…” 
As a summary, few points may be repeated. First, scientifi c met-
hod consists of an endless cycle, where one starts from empirical 
ob serva tion and ends in empirical observation. Second, from this it 
follows that the concept of meas ure ment must be inextricably linked 
to empirical observation. Third, the proc ess of verifi  ca tion cannot be 
properly carried out without true measurements (see phases 8, 9a, 
and 9b in Dia gram 1). Fourth, any attempt to ver ify with out true 
measurements will lead to speculative in formation that does not meet 
the re quire ments of empirical science.
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It is obvious that the IPSASB Framework is not proposed as an 
application of the scientifi c method. It is not a refutable empirical 
theory. Therefore it is misleading to adopt terms from the scientifi c 
method but not their meaning. To the extent that scientifi c terms are 
being used, one should also accept their meaning as a given fact. To 
follow this principle, one must modify the qualitative charac teris tics 
proposed in the Consultation Paper (IPSASB 2008, pp. 31-39).
The qualitative characteristics of information included      
in GPFRs 
The qualitative characteristics of information included in GPFRs were 
defi ned above. It will be suggested here that the terminol ogy of these 
characteristics and the un derlying concepts should be modifi ed and 
portrayed hierarchically. In addition, to evalu ate whether the informa-
tion to be disclosed really has the required qualitative characteristics, 
their presence should be considered in a process comparable to that 
of the scientifi c method.
The Consultation Paper (IPSASB 2008, p. 7 and p. 9) identifi es 
the following qualitative char acter istics: relevance, faithful represen-
tation, understandability, timeliness, comparability, and verifi ability. 
Materiality, cost and achieving an appropriate balance between the 
qualita tive char acteristics are then given as pervasive constraints on 
that information. Relevance is con sidered to encompass confi rmatory 
value, predictive value, or both (IPSASB CP 2008, p. 32). Faithful 
representation is claimed to be attained when the depiction of econo-
mic or other phenomena is complete, neutral, and free from material 
error (page 33). The only indication of a hierarchy is the distinction 
between the attributes that are called the qualitative characteristics of 
information and the attributes that are called the constraints on that 
information.
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Here it is proposed that to ensure the usefulness of the informa-
tion in fi nancial re ports, it should have the fundamental qualitative 
characteris tics of (1) relevance and (2) reliability (or freedom from 
error) under the general constraint of (3) suffi  ciency. The two funda-
mental qualitative characteristics may be seen to encom pass sev eral 
en hancing qualitative characteristics (cf. IASB ED 2008, pp. 38-41). 
For rele vance they are (1a) con fi rmatory value, (1b) predictive value, (1c) 
understandability, (1d) timeliness and (1e) com parability. Similarly for 
reli ability the enhancing qualitative characteristics are (2a) verifi abil ity 
and (2b) supportability. The two fundamental qualitative characteristics 
are not absolute but show in degrees. Therefore the general constraint 
of suffi ciency must be introduced and adopted. It consists of the re-
quirement to achieve a balance between the ideal requirement of (3a) 
com pleteness and the following moderating elements: (3b) neutrality, 
(3c) materiality and (3d) cost-bene fi t-reasonable ness.
The Consultation Paper (IPSASB 2008, p. 32) defi nes relevance 
as follows: “Information is relevant if it is capable of making a diffe-
rence in achieving the ob jectives of fi nancial report ing – that is, in the 
discharge of the entity’s accountability obligations or in the decisions 
made by users of GPFRs.” This is a good, comprehensive defi nition. 
It encompasses both confi rma tory value and predictive value as mentio-
ned in the Paper. In addition, it encompasses even more making thus 
redundant (or at least subordinate) several of the attributes proposed 
in the Paper. 
First, the attribute of understandability (defi ned on page 35 as the 
quality of information that enables users to comprehend its meaning) 
is redundant to relevance. How could information be relevant to a 
person without fi rst being understandable to him or her? In precisely 
the same way that understandability is dependent on a person’s edu-
cation and knowl edge, relevance, too, is dependent on such matters. 
The Paper (IPSASB 2008, p. 35) ex plains that under standability may 
be enhanced in many ways. For example, comparability is said to en-
hance understandability. Precisely in the same way it may be said that 
understandability enhances relevance. Therefore, relevance may be said 
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to encompass understandability. In other words, understandability may 
be considered an enhancing qualitative characteristic of rele vance.
Second, the attribute of timeliness (defi ned on page 35 in terms of 
having information avail able to users before it loses its capacity to be 
useful for accountability and decision-making purposes) is redundant 
to relevance for the same reason. No matter how potentially useful a 
piece of infor mation may be, this potential will be lost if the piece of 
information is not available at the proper point in time. Therefore, the 
attribute of timeliness is also a distinct feature of relevance rather than 
a parallel qualitative characteristic of fi nancial in formation. In other 
words, timeliness, too, may be regarded as an enhancing qualitative 
characteristic of rele vance.
Third, the attribute of comparability (defi ned on page 36 as the 
quality of information that en ables users to identify similarities in, 
and differences between, two sets of phenomena) is also redundant. 
Comparability is encompassed by relevance. This should be evident 
if one considers the opposite. How could a piece of information be 
relevant if there were no way to compare it with any other piece of 
information? For example, the piece of information saying that X 
has the value of 20 per cent is meaningless as long as one is unable to 
compare it with something else. Therefore it cannot be relevant, either. 
The situa tion would change essentially, if one learned that the value of 
X is typically less than a half of the return on investment in the same 
conditions. This new piece of information would not only make the 
fi rst piece of information comparable to a known variable but it would 
also make it highly rele vant. Thus the attribute of comparability should 
also be consid ered a distinct feature of relevance, that is, an enhancing 
qualitative char acteristic of relevance, rather than a parallel qualitative 
characteristic of fi nancial information.
What is claimed here is that the concept of relevance is even more 
powerful than the Paper ac knowledges. It does not only encompass 
confi rma tory value and predictive value but also such features as un-
derstandability, timeliness and comparability. Therefore any piece of 
in formation that (a) has either confi rmatory value or predictive value 
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and (b) at the same time is understand able, available at the proper 
time, and comparable to some other interesting pieces of informa tion, 
is relevant. And conversely, a piece of information is not rele vant even 
if it potentially has confi rmatory value or predictive value but it is not 
in an under standable form, or it is not avail able when needed, or it 
cannot be compared to anything that is meaningful to the user.
Besides relevance, the Paper also regards faithful representation as 
a necessary qualitative characteristic of useful in formation in fi nancial 
reporting. It argues that a piece of information is a faithful repre senta-
tion of the economic or other phenomenon that it purports to represent 
when the depic tion of the phenomenon is complete, neutral, and free 
from material er ror (IPSASB 2008, p. 33). Moreover, the Paper implies 
(see, e.g., pages 9, 28 and 29) that prospective information about the 
future might also serve as a faithful representation of something. 
Such arguments and implications are problematic, however, be-
cause they give the term “faith ful rep resentation” a totally new meaning 
that is very different from its established meaning in the theory of 
measurement. There faithful representation is related to quantifi ca tion 
which must be made so that the functional correspondence between 
the degrees of the observable property and the numbers assigned to 
these degrees become a faithful representa tion. The is sue of how to 
create a proper functional correspon dence is called the repre senta tion 
problem (see, e.g., Krantz et al. 1971, Scott & Suppes 1969, Sup pes 
& Zinnes 1963), and it is con cerned with the isomorphism be tween 
the observ able degrees of the given property in an em pirical system 
and the relational numeri cal system se lected to rep resent the em pirical 
system.
This means that the property being faithfully represented for 
measurement purposes must be observable. However, the future cannot 
be observed. Therefore there is no way in practice to achieve a faithful 
representation of any future phenomenon. Consequently the term 
“faithful representation” should not be used in this new context where 
empirical ob servation is not re quired. Of course, it could not even be 
required, and that is so because faithful repre sentation is extended to 
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concern the future, too. But since future phe nomena cannot be cur-
rently ob served, talking about faithful representation of them is simply 
mislead ing and should be stopped.
Instead of faithful representation, one should talk about reliability 
of information. Reliability refers to freedom from error and nothing 
else. One should not even say that reliability refers to freedom from 
material error, which would make the defi nition equal to one of the 
qualita tive characteristics of faithful representation (IPSASB 2008, p. 
33). This is so because it is just freedom from error, not materiality of 
it that should be considered fun damental. Material ity is only related 
to the degree of this fundamen tal characteristic that one may want to 
con sider suffi cient in any given case. Materiality is thus only a moder-
ating factor, not a distinct feature of the fundamental qualitative 
character istic.
This raises the question of how reliability may be established. How 
could one know whether a piece of information is reliable or not? The 
best answer is to apply the scientifi c method as shown in Diagram 1. 
This means that one should fi rst and foremost try to verify the truth 
of the given empirical statement by comparing it with what may be 
ob served. This process is called verifi cation. A statement is verifi able 
if its truth can be verifi ed. Here it is proposed that verifi ability in this 
sense should be the fi rst enhancing characteristic of reliability. Actually 
this is nothing new. The meaning of verifi ability in this sense is essen-
tially equivalent to that of direct verifi ability in the IASB Exposure 
Draft (2008, p. 40).
Verifi ability is truly a desired qualitative characteristic but in many 
cases it is too demanding. Therefore one may ask what the next step 
should be if a piece of information cannot be verifi ed. The answer 
might be taken from auditing. It may be required to check the inputs 
and recalculate the corresponding outputs. Such checking would not 
be verifi cation but rather auditing that gives support and credibility 
to information. One may then say that a piece of information is sup-
portable if it is possible for dif ferent knowledgeable and independent 
observers to reach general consensus that the methods used in produ-
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cing the information have been properly applied (cf. IASB ED 2008, 
pp. 39-40 and IPSASB 2008, pp. 36-37). Consequently, one may say 
that supportability is the sec ond enhancing characteristic of reliability. 
Its meaning is essentially equivalent to that of indi rect verifi ability in 
the IASB Exposure Draft (2008, p. 40).
Whether even supportability is to be required before a piece of 
information may be disclosed is an open question. It is possible that 
a piece of information that can neither be verifi ed nor even properly 
supported is so relevant that it would be useful to users although its 
reliability cannot be independently verifi ed or checked. The IASB 
Exposure Draft (2008, p. 52) gives management’s intentions as an 
example of a piece of information that perhaps can neither be verifi ed 
(directly verifi ed) nor supported (indirectly verifi ed). Yet it may be 
useful to users.
Relevance and reliability are thus the two fundamental qualitative 
characteristics of fi nancial in formation. That is, if the user has all the 
relevant information and it is completely reli able, he or she would 
need nothing else. Usefulness of information would be secured. How-
ever, relevance and reliability are not absolute concepts but show in 
degrees. Therefore, as the fi rst step, it was above stated what the addi-
tional qualitative characteristics are that enhance these fundamen tal 
character istics. The second step will now be to set limits to enhancing. 
The ques tion is: when does a user have enough of relevant information 
that is reliable to the re quired degree? In other words: when is the 
supplied information suffi cient to the user?
The concept of suffi ciency is a moderating concept that aims at 
an acceptable balance be tween the qualitative characteristics in terms 
of a few selected dimensions. The dimensions of moderation are 
completeness, neutrality, materiality and cost-benefi t-reasonableness. 
Because it is not practicable to produce and disclose every piece of 
relevant infor mation with absolute reliabil ity to all potential users, it 
must then be asked what is practicable and suffi cient. The answer is 
briefl y discussed in terms of the given four dimensions.
50
Completeness establishes the fundamental starting point to disclose 
all the information that is relevant. That is, if a piece of information is 
capable of making a difference in achieving the objectives of fi nancial 
report ing, then it should be produced and disclosed. This is an extreme 
requirement demanding that not only part of relevant information 
should be available but all of it. Without moderation, however, this 
requirement would result in great practical diffi cul ties but it is a ne-
cessary starting point.
Neutrality is defi ned in the Paper as “the absence of bias that is 
intended to attain a pre deter mined result or to induce a particular be-
havior” (IPSASB 2008, p. 33). The Paper adds: “Neutral information 
is free from bias, so that it faithfully represents the economic and other 
phenomena that it purports to represent.” Taken literally this means 
that neutrality is actually re dundant to the proposed system. If it is 
taken to mean that one is not allowed to se lect or present information 
so that it favors some particular perspective, say, an interest group then 
it is simply redundant to requiring that the set of relevant informati-
on to be disclosed should be complete. If pieces of in formation were 
left out that are relevant from some per spective, then the disclosed 
set would not be complete. On the other hand, if it is taken to mean 
that one is not allowed to pre sent informa tion so that it is excessively 
cautious or in some other way biased then it is sim ply redundant to 
requiring that the set of relevant infor mation to be disclosed should be 
reli able. A biased piece of informa tion can never be the best estimate in 
terms of reliability. Therefore, the complete set of rele vant and reliable 
informa tion is necessarily suffi cient for making neutral es timates of the 
fi  nancial conditions and hence, as a distinct qualitative char acteristic, 
neutrality is redundant.
However, if neutrality is interpreted as a moderating characteristic 
then it has a role to play. In this role neutrality is taken to mean that 
it is suffi cient to report information for general purposes instead of 
tailoring it for the purposes of any particular interest groups. The 
“general purpose” implies that the selection and presentation of fi -
nancial information are not biased to serve par ticularly any specifi c 
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groups or goals but “neutrally” to all groups that are interested in the 
fi nan cial information of the entity. In this sense neutrality moderates 
the requirement of completeness.
Materiality is regarded as a pervasive constraint in the Consul-
tation Paper (IPSASB 2008, p. 38). That is a misleading statement 
in a way. Rather than being a pervasive constraint mate riality is a 
pervasive moderating factor. Instead of requiring the complete set of 
relevant fi  nancial informa tion, it is suffi cient to require all the relevant 
information that is material with respect to the ob jectives of fi nancial 
reporting, that is, serving the discharge of accountability by the entity 
for the reporting period and serving the decisions that users make on 
the basis of the entity’s GPFRs prepared for that period. Similarly, 
instead of requiring complete freedom from error in the reporting of 
relevant fi  nancial information, it is suffi cient to require that all the 
disclosed infor ma tion is free from material error. Therefore, materiality 
is clearly a dimension of suffi ciency.
The Consultation Paper does not acknowledge that materiality is 
a moderating factor. This becomes evident in the discussion on faithful 
representation which is claimed to be “attained when the depiction of 
the phenomenon is complete, neutral, and free from material [emphasis 
added] error” (IPSASB 2008, p. 33). Faithful representation, or reli-
ability, simply refers to freedom from error, however, not to freedom 
from material error, and it is a distinct issue to consider the extent 
to which this characteristic should be required. Completeness is thus 
the starting point and materiality is the factor that moderates this 
extreme requirement.
Cost-benefi t-reasonableness refers to requiring that the benefi ts of 
fi nancial reporting should justify the costs that it imposes (IPSASB 
2008, p. 38). From the economic perspective this requirement is clearly 
acceptable. However, it is also a moderating requirement. It asserts that 
rather than requiring the complete set of relevant information with 
perfect reliability it is only economically reasonable to require informa-
tion for which the related benefi ts justify the corresponding cost. This 
means that for economic reasons less than perfect information may 
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be suf fi cient. The principle is simple and clear but it may be diffi cult 
to apply. Assessing whether the benefi ts of providing information 
really justify the related cost will typically be more qualitative than 
quantitative. The question is then a little ambiguous asking whether 
one or more qualitative character istics should be sacrifi ced to “some 
degree” in order to reduce costs. 
Diagram 2 on the following page summarizes the above discus-
sion on the qualitative charac teristics of information in GPFRs. The 
evaluation of a potentially useful piece of information starts from 
asking whether it has the fi rst fundamental qualitative characteristic 
of being rele vant, that is, whether it is capable of making a difference 
in achieving the objectives. If the answer is “no”, the piece of informa-
tion is useless and no further analysis is needed. If the an swer is “yes”, 
one must ask if the piece of infor mation has the second fundamental 
qualitative characteristic of being reliable, that is, whether it is free 
from error. Again, if the answer is “no”, the piece of information is 
useless and it should not be disclosed. If the answer is “yes”, then this 
piece of relevant information has the proper characteristics and should 
be disclosed.
This is an ideal picture of the evaluation process. In practice 
it becomes more complicated be cause the fundamental qualitative 
characteristics of relevance and reliability are not absolute but show 
in degrees. Therefore, one must introduce enhancing qualitative cha-
racteristics for the both of these fundamental characteristics. For rele-
vance they are confi rmatory value, pre dictive value, understandability, 
timeliness and comparability. An increase in the attainment of any of 
these characteristics enhances relevance. For reliability the enhancing 
characteristics are verifi ability and supportability. An increase in the 
attainment of these char acteristics en hances reliability.
Enhancing could be performed without an end. Therefore one 
must ask what amount of en hancing is suffi cient. Consequently suf-
fi ciency becomes the moderating factor. As such it is too ambiguous 
and therefore it must be made more specifi c by introducing some 
dimen sions to it. Four dimensions of moderation were proposed: 
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completeness, neutrality, material ity and cost-benefi t-reasonableness. 
Therefore, suffi ciency re duces to asking if there is a balance between 
 
SUFFICIENCY 
 
Is there a balance in terms of the selected dimensions? 
No 
RELEVANCE 
 
Is information capable 
of making a difference in 
achieving the objectives? 
REVISE 
INFORMATION 
Diagram 2.  The qualitative characteristics of information in GPFRs 
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the given qualitative characteristics in terms of the selected dimensions 
of modera tion. Assessing whether the balance is in fact achieved will 
typically be more qualitative than quantitative.
Concluding remarks 
The term “conceptual framework” may have two distinct meanings 
supported by two different approaches. The big problem with the IP-
SASB Framework is that it takes the meaning from the one approach 
but the terminology from the other. This will re sult in misunderstand-
ings. The most harmful of them is the illusion of certainty in the 
disclosed information.
The second problem with the IPSASB Framework concerns the 
qualitative characteristics it proposes. More specifi cally, faithful rep-
resentation and verifi ability are misleading in this context. They are 
adopted from the scientifi c method but they are both given a new 
meaning. These homemade constructs give the illusion of a scientifi c 
approach to producing informa tion that only turns out to be quasi-
scientifi c (see, e.g., Vehmanen 2007, pp. 152-168). Adopting a quasi-
scientifi c framework would only raise false expectations regarding the 
certainty of the reported infor mation. Therefore, the terminology of 
the framework should be modifi ed to better match the level of certainty 
that may be achieved in fi nancial reporting. The required modifi cations 
were presented above.
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